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Abstract 
This study is about entrepreneurship, start- ups and Silicon Valley. Its include case- study 
of success and failure of two companies in Silicon Valley. The investigating approach 
based on Yahoo! Company as example of success and Cuil as failure. In perspectives of 
how entrepreneurship can be developed and how key success factors can be used. The 
main aim is to show how opposition of two different companies of two different 
scenarios helps us to differentiate right steps and make a conclusion of what 
entrepreneurs should not do. Silicon Valley, global entrepreneurship, angels, venture 
capital investors and search engines are the important parts of the work, because its 
understanding important as soon as it direct influenced on a case study. The context of 
case study is Silicon Valley at the end of which the practical steps and actions are 
provided as for Yahoo! as for Cuil company.      
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CHAPTER 1 
                                                          1.1     INTRODUCTION 
Nowadays, with the existence of the market economy, entrepreneurship has become a 
ubiquitous activity that often gains support from the government. In different countries, 
there are different perceptions toward entrepreneurship, but all agree that it is all about 
innovation, development and economic growth. Personally, this topic interest me because 
I see entrepreneurship as an opportunity that is open for all to try, but first it is necessary 
to educate ourselves by paying attention to examples of successful firms and learning 
from their examples.  
Silicon Valley has been the topic of hundreds of studies due to its popularity and success. 
The topic that I will discuss in my thesis is closely connected with Silicon Valley, 
entrepreneurship and start- ups.  
The purpose of my study is to investigate that which is unique in Silicon Valley and the 
factors that make some companies so successful, profitable, and international, while 
others, despite having significant financial support, simply fail. This issue will be 
examined in my case study of success and failure, where I will analyze and compare two 
companies. 
The structure of the thesis is simple: -first, the introduction and chapter one; strive to see 
the objectives of entrepreneurship, and then discusses the objectives of the study and; the 
scope and plan of the analysis. Chapter two provides a literature review organized into 
subchapters on various relevant topics, including start- ups, VC, Angel investors, and 
other ways of funding and search engine companies, this information will be utilized later 
during the case study. Chapter 3 describes the methodology, followed by case study and 
findings; and chapter 4 concludes with recommendations, a summary, and suggestions for 
further research.  
In addition, I will provide information about Silicon Valley in a case study, so I can 
concentrate on uniqueness of Silicon Valley and explain the connection with the case 
study. 
1.2 Global Entrepreneurship  
“Entrepreneur” is a French word that, hundred years ago, meant “a person who goes 
between”-earlier it was also used to describe a middleman 
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provided by others. In the Middle Ages, an entrepreneur was a person who managed 
projects, such as the building of a castle or cathedral. In the seventeenth century, 
entrepreneurs were those whose services had been contracted by the state, such as trading 
services (here, already some risk and profit were included). Richard Cantillon describes 
an entrepreneur as a farmer or merchant who organized resources and accepted risk by 
buying “at the certain price and selling at an uncertain price”. In early 1800s, J.B.Say 
defined an entrepreneur as “someone who consciously moves economic resources from 
an area of lower, and into an area of higher, productivity and greater yield”. 
Entrepreneurship is divided into categories: social entrepreneurship, women as 
entrepreneurs, entrepreneurship in developing or developed countries, and culture 
differences that affect entrepreneurs in different parts of the world. 
Entrepreneurs create jobs; however, not all entrepreneurs own businesses such as HP, 
Apple or The Body Shop. You can see all around you a lot of small shops with products, 
clothes and other things and the owners of it also entrepreneurs. If you sell lemonade in 
the summer in front of your house, does that make you an entrepreneur? Yes, it does. 
There are many examples of entrepreneurs all around us. Kirzner, an Austrian economist, 
defined entrepreneurship as “competitive behaviors that drive the market process”. 
Therefore, entrepreneurs can see opportunity (a niche) in the market and, by investing 
their time, money, resources and ideas, come out with realized value.  
Entrepreneurship can occur in small or large economic units; it can be one person or a 
team (i.e. individuals or group). In the perspective of global entrepreneurship, I want to 
address the organization Global Entrepreneurship Monitor (GEM). Their data and annual 
report in 2010 will be my primary source of information as soon as it has been evaluated 
about 175, 000 people in 59 economies. One of the chapters in GEM’s annual report for 
2010 is on perceptions of entrepreneurship. It is written in GEM report for 2010: 
“Entrepreneurs as heroes (or otherwise), and their stories of success (or failure) can shape 
a society’s impression markedly”. Of course, perception depends on one’s countries, 
level of development, media influence, and government support. The process of 
analyzing and collecting data is described in the article “Global Entrepreneurship 
Monitor: Data Collection Design and Implementation 1998-2003”.  
 
Many works have been written on GEM databases. For example, the article by Pinillos 
and Reyes (2011) says that, based on a GEM database, the result shows that “a country’s 
entrepreneurship rate is negatively related to individualism when development is medium 
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or low, and positively related to individualism when the level of development is high”. 
Therefore, the development of countries is the main factor here.  
The findings in the article entitled “What does ‘entrepreneurship’ data really show?” 
(Acs, 2008) state that entrepreneurs in the United States and Germany “have greater ease 
and incentives to incorporate both for benefits of greater access to formal financing and 
labor contacts…” 
In the article: “Entrepreneurship and economic growth: Evidence from emerging and 
developed countries” Valliere (2009) concludes that “the large percentage of start- ups do 
not survive, but the surviving start-ups create and retain 80% of the net jobs that are lost 
by start-ups that do not survive”.  Hence, economies are defined as factor-driven, 
efficiency-driven and innovation-driven (Table 1).  
These three characteristics an definitions are provided according to the level of 
development of the country. So, in a factor-driven economy, it is still about agriculture 
and the development of the country. An efficiency-driven economy is already at the next 
stage where we talk about small and medium enterprises (SME); and at the end is an 
example of a developed country like the United States, which is an innovation-driven 
economy with Research and Development (R&D), an expansion of the service sector and 
entrepreneurship based on innovations and technology happening. 
 
Table 1: Characteristics of Economic Groups and Key Development Focus 
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In Table 2, we can see different geographic regions and entrepreneurship activities. We 
can see that Sub-Saharan Africa is the most customer-oriented region and that the United 
States and Western Europe are the most active in business services. 
Table 2: 
 
In the article: “The Emerging Era of Global Entrepreneurship”, where author explain that 
entrepreneurship has become a trend and even in times of recession and financial crises, 
entrepreneurs have survived and some even achieved much more than they expected. 
This article makes four predictions: “entrepreneurship will be a long- term solution to 
slow- growth future possibility facing the global economy; entrepreneurship will drive a 
recovery and make it happen much sooner; analysts will look back on the current 
economic crisis and its immediate aftermath as a great opportunity for entrepreneurs and 
that in the next 20 years Asia will finally tap its entrepreneurial potential as it builds a 
strong- economy that serves local needs, as well as exporting to the West”. This article 
was written in 2009 and some of these forecasts have already come true, such as the first 
one; in Romania, for example, 60% of job offers are coming from entrepreneurs. 
Furthermore, the economies of Asian countries are growing. In light of these events, the 
forecasts may well come true in a few more years.  
9 
 
It is no surprise that, according to GEM, the United States is first in terms of 
“entrepreneurial activity,” and in second are Latin America and Africa, both of which are 
huge continents with sizable potential. Another database that is taken into consideration 
by many researchers and scholars is World Bank Group. 
In order to promote entrepreneurship around the world, Global Entrepreneurship week is 
held each November in more than 100 countries, with about 20 million participants and 
95, 000 activities. It starts on the local level, and everyone can take part, and share his or 
her experience. This event includes Kauffman (an entrepreneurship foundation), together 
with support from YSE Euronext, Endeavor, Entrepreneurs’ Organization, JA 
Worldwide, Youth Business International, Center for International Private Enterprise, 
DECA, Network for Teaching Entrepreneurship, Youth Employment Network, IFC/SME 
Toolkit, Business Council for International Understanding, Youth Enterprise and 
Sustainability and many others. 
1.3 Objectives of the Study  
This study strives to identify the key success points of entrepreneurs in Silicon Valley in 
order to compare the data and come up with proposed improvements in creating start- 
ups. Therefore, as an example, I will investigate and evaluate Silicon Valley and all of its 
aspects by examining two companies as a case study. After identifying elements and 
unique points of success and failure, I will draw some conclusions. 
1.4 Scope of Analysis 
The literature review and all materials cover a date range from 1995 (when Yahoo! 
started) to the present. In the late 1980s, the most Silicon Valley companies were small 
and technology-oriented and marketed their products to other technical firms, but by the 
1990s, Silicon Valley has grown to include thousands of companies. 
Included in my research were primarily publications from the year 2000 and later, 
because Silicon Valley was developing rapidly at that time and everything was changing. 
Those works that were published earlier than 2000 did not exactly reflect all aspects of 
Silicon Valley.  
The companies that made Silicon Valley so popular are still innovating and are in the 
market; they are growing, and opening offices in developing countries in order to cut 
expenses. A lot of dot.com companies became popular during this time, such as e- Bay 
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and Amazon; Facebook became a leading social network around the globe. Internet was a 
new attractive area, and all of these companies made use of new technologies, innovation 
and brilliant ideas. 
1.5 Plan of Analysis 
This thesis is divided into four sections (chapters); each discusses a different topic. After 
a brief introduction, we clarify a few main points, including global entrepreneurship, 
start- ups, funding, search engine companies and case studies. Afterwards the research 
questions will be answered and some conclusion (findings and recommendations) will be 
drawn. 
Chapter 2 
Literature Review 
2.1 Introduction 
In this chapter, we will explore what has been published on the topic of Silicon Valley 
and start- ups. However, due to lack of research on the exact area of my interest, I will 
refer to many other works written about Silicon Valley, its innovation and success. 
2.2.1. Start-up companies  
In 2008, each month in United States, 530, 000 companies started their own business. 
These start- ups’ became popular during the dot.com boom. Usually, that term is 
associated with high growth, new ideas, technology, high- risk and therefore high return. 
For investors, a start- up will be valuable if it possesses known- how or is connected to an 
experienced entrepreneur. Cassar (2004) discussed investments in greater detail and the 
characteristics of the firm and entrepreneurs. Basically, the firm’s characteristics include 
providing additional service, having a competitive advantage; legal barriers to entry, 
present of sales to business or government (in case start- ups obtained government grants 
or were business-to-business providers). For investors, it is essential to know about the 
entrepreneur: his or her education and demographics (ethnic group, gender). These 
characteristics are also possible to find out from the Kauffman Firm Survey (KFS), which 
is sponsored by the Ewing Marion Kauffman Foundation. A sample of this survey 
includes 1,359 start- ups, of which 663 firms were founded by people with no 
entrepreneurial experience, 373 were opened by entrepreneurs whose experienced was in 
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an industry other than that of the firm, and 323 by were opened by entrepreneurs with 
experience in the industry. The barrier for entrance is high for any start-up company. 
There is also a theory that those who are unemployed can start their own business and; 
become entrepreneurs. Some of them could create an eco- business which could focus on 
natural products with no animal testing, such as Anita Roddick’s “The Body Shop”. 
Alternatively, entrepreneurs can choose to work in their family business, as is hugely 
popular in Greece for example.  
In order to have a successful start- up, one needs to have both tangible resources (product, 
finance, office) and intangible resources (ideas, experience, R&D, alliances and 
partnerships). Sometimes universities, special projects with the support of government, 
innovation centers or incubators can help start- up companies in their early stages. The 
first task for start- ups is to have meaning in their company, so the founders the founders 
think up a meaningful goal that will help make the world better, as opposed to simply 
making a profit. This step is all about creativity and a simple business model.  
Basically, if we will talk about start- ups in Silicon Valley in the 90s and think about why 
they achieved so much in such a short period of time, it is because of the existence of the 
Internet, the dot.com boom, virtual networks and the ability to reach a great amount of 
people in a short time. Here, we should remember the example of Yahoo! and compare it 
with such companies as Hewlett-Packard (HP) and Microsoft. Yahoo! took 2 years to 
gain a billion dollars of market capitalization, but it took HP 47years and Microsoft about 
15. Here, we should also include the definition of “viral marketing” or network- enhanced 
word of mouth (Steve Jurvetson “The Silicon Valley Edge”, 2000).  Jurvetson also 
explains the elements and strategies of “viral marketing”. The main idea is that the advent 
of the Internet gave easy access to information and reached a large quantity of people in a 
short period of time.  
Any discussion of start- ups would be incomplete without mentioning the fact that many 
of them failed. The huge number of failures is one of the characteristics of Silicon Valley. 
Later, we will discuss more about Silicon Valley and its uniqueness, but in the United 
States, a few places were mentioned as areas where start- ups thrived, including Chicago. 
On the global stage, India (Bangalore) is famous for its start-ups, Japan, Singapore, some 
parts of the United Kingdom, Dubai (UAE), Russia and a lot of other countries that have 
started to develop areas (zones) similar to Silicon Valley with the support of universities 
and the government, focusing on technology start-ups and innovations. 
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2.3 Funding for Start- ups 
Another relevant topic related to entrepreneurship is funds. Funds can come from 
different sources, but start- ups primarily gather funds from friends, family; angel 
investors (i.e. rich investors who are usually famous and also entrepreneurs); venture 
capitalists (money from several or more wealthy people), and bank loans. There is an 
abundance of literature on financing start- ups and how companies choose which start- 
ups to invest in. Basically, from the perspective of companies, a start- up should have 
some of the characteristics discussed earlier (a good idea, vision, mission, experience of 
entrepreneurs) and companies use statistical and mathematical formulas to estimate the 
rate of return, which is the profit the company is expected make. These techniques are 
more close to investment management, and specific programs can be used toward this 
end. As soon as my thesis is based on theoretical materials, we won’t proceed with all 
formulas and calculations which investors use to decide how profitable the start- up will 
be. 
2.3.1. Angel investors 
The term “angel” was originally given to those who gave money to theatrical productions 
on Broadway. As mentioned above, angel investors are wealthy people who are eager to 
invest in risky but profitable projects. Sometimes, the terms ‘business angel’ or ‘informal 
investor’ are used as well. These investors usually provide money for start-ups and as 
explained in the article “Angel finance: the other venture capital” by Wong et al., ‘angel 
investor’ “generally refers to a high net worth individual who typically invest in small, 
private firms on his or her own account”. This article also mentions that, according to 
U.S. regulation SEC rule 501, an “individual who has a net worth of more than $1 million 
or an expected individual (household) yearly income of more than $200,000 ($300,000)” 
are “accredited investors”. The article concludes by stating that: “angels may use more 
informal methods of control such as investing in close geographic proximity and 
syndicating with other angels to mitigate risks”. Between 2001 and 2003, about 140,000 
and 266,000 angels invested between $12.7 and $36 billion for 50,000 to 57,000 
companies annually; however, the number of active investors in the United States was 
between 250,000 and 400,000 (Shane, 2008).  
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An angel investor seeks an idea that can be implemented successfully, so the “price” for 
their investment is either ownership equity (% of shares) or convertible debt (a type of 
bond with a maturity of more than 10 years). However, angel investors not only give 
money, they also provide mentoring, share their experience, and provide advice and 
valuable contacts (networking). It is hard to talk in general about angel investors because 
they vary greatly depending on the place, country or area. For example, according to 
National Endowment for Science, Technology and the Arts (NESTA) in 2009, there were 
between 4,000 and 6,000 angel investors in the United Kingdom with an average 
investment size of £42,000 per investment. Interestingly, for some angels, particularly in 
England, it is not necessary to have an entrepreneurial background, to be located in 
urbanized areas, or have to relationships with investee businesses. Angels control the 
business, for example, by being on the Board, where they can influence corporate 
decisions, staging investments or contracting mechanism (although the latter is quite 
rare). The same control methods are used by venture capitalists (VCs), but VCs usually 
own more equity and have more power on the board. 
The article “Strategies for attracting angel investors” (Holaday; Jan2003) delineates some 
of the steps involved in attracting angels: “write a persuasive business plan, prepare a 
convincing presentation, protect your intellectual property, invest alongside your angel, 
value your company realistically”. Angel investors can often be found in the same type of 
industry as the start-up business that is seeking funds, e.g. high- tech. To look at it from 
the perspective of angels, great entrepreneurs are, according to Matt Coffin (Angel 
investor), a bit naïve due to their extreme belief in something that others see as 
impossible, a good listener and knowledgeable about what the market needs. Persistence 
is another necessary quality for a start-up because it often take 50 calls to find one angel 
who may be interested in helping to make an idea in to a business. Success for start-ups 
also requires passion, because the ability to motivate people (e.g., your team, customers) 
is essential. Confidence, experience, and leadership skills are other qualities needed for 
entrepreneurs. A few examples of start-up that successfully received backing from the 
angel investor Matt Coffin are the shop campaign which they bought for $30 million and 
sold for $330 million and a gaming-oriented website called machinima.com, which 
features videos geared toward young men, which had 660 million videos on YouTube 
recently. 
2.3.2. Venture Capital (VC) 
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Venture capital is the financial capital which is invested in start-ups or “Money provided 
by investors to startup firms and small businesses with perceived long-term growth 
potential”. Venture capital funds can be invested in a promising start-up, and in 
exchange, the investor receives equity in the company. Basically, the start-up gives an 
amount of shares and when the company grows and becomes more profitable, and then 
the VC’s funds get back the money that they invested in the company. Venture capitalists 
can also get their money back by selling your company, making it public (start selling 
shares of the company in the stock exchange). Usually, these companies make software, 
IT, biotechnology or medicine. In general, though, they can be based on any idea that an 
entrepreneur wants to develop. The entrepreneur goes to venture capitalists to find 
financial support. Nowadays, clean technology is one of the areas where U.S. venture 
capitalists prefer to invest. The highest pick of VC was during the dot.com boom, then 
after 2009, it declined, and since 2010, the situation has improved again. So, in the 
United States in 2010, VC invested 4.7 billion dollars in 681 companies. 
Every year, in the United States, nearly 2 million businesses are created, but only 600-
800 get venture capital funding. Venture capitalists assess the projects in which they will 
invest according to criteria such as market growth and size, expected rate of return and 
risk (financial ratios), and product offerings. For start-ups, there are even more methods 
that venture capitalists use, including technical education, focus strategy, and new 
venture experience. In an interview with Guy Kawasaki, co-founder of Garage 
Technology Venture, he gives five pointers for entrepreneurs seeking VC funding: first, 
their business should be fundable (i.e. it should realistically earn in three or four years a 
revenue of 75 to 100 million dollars); secondly, the company’s idea, appearance, and 
behavior should be attractive; third, it needs to be a clean deal (i.e., legal); fourth, the 
presentation must be simple (PowerPoint, 10 slides, 20 minutes.  
VC funds invest in high-risk companies with a high potential, according to Perkin’s Law: 
“Market risk is inversely proportional to technical risk”. The unique and innovative 
product, the better chance it has on a market, because of the difficulty of duplicating it. 
Technical risk is a key element of any VC strategy, especially of Kleiner and Perkin’s 
Caufield & Byers (one of the biggest VC funds). 
VC is closely connected to Silicon Valley. In the early stages of its development, Silicon 
Valley attracted VCs. Fairchild Semiconductor, the first venture-backed start-up, was 
established in 1957 by a group of eight physicist and engineers: Sheldon Roberts, Eugene 
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Kleiner, Jean Hoerni, Gordon Moore, Jay Last, Victor Grinich, Julius Blank and Robert 
Noyce. These eight people were accepted as scientists in Shockley Semiconductor 
Laboratory (William Shockley had developed the junction transistor in 1948 for which he 
won a Nobel prize in Physics). However, they rebelled and wanted to replace William, 
which was unsuccessful, so they found themselves in an uncomfortable situation. Later, 
they met Arthur Rock and Alfred Coyle, who suggested they open their own 
organization; and in 1957, a new shop was set up in Palo Alto. They collaborated with the 
government as a provider of high-tech innovations to the U.S. Air Force, and then to IBM 
(core drivers). Therefore, these eight people and their innovations were extremely 
popular, working for clients such as Motorola, Rheem, Texas Instruments and Pacific 
Semiconductor. In 1960, they had a workforce of 1,400 employees and 12,000 
technicians, engineers and operators.  
Venture capitalists are particularly selective in deciding what to invest in, looking for the 
extremely rare finds, such as innovative technology, with potential for rapid growth, a 
well-developed business model, and people who believe in their idea and know how to 
make it happen, so founders of start- ups can be an impressive management team or later 
they can hire some professionals (to be CEO). Companies should be able to provide 
financial returns and make the company public (i.e., successful exit event) within the 
required timeframe (typically 3-7 years). 
There are also different types of investments, because each company can be in a different 
stage of development. For example, if it is just an idea (it is called a “seed”); if it is more 
developed, then it is already a start-up. Furthermore, it can be in different rounds: first 
(series A), second, third, fourth (going public). Each round represents a stage of 
development. 
Also interestingly, VC funds usually invest simultaneously in a few start-ups. Therefore, 
their investments seek to be balanced in a differentiated way as they hold their portfolio. 
When investing, they also consider the market situation and where others are investing 
(other funds or angels, for example). Angel VCs also provide support, business advice 
and sometimes even make some decisions about the management of the company. 
The leading attractor of VC funds is still the United States, but recently Asia (China) and 
Europe have been attracting more VC funds. There is even a movie called: “Something 
Ventured”, which is a documentary of VC in the United States. It tells the story of the 
creation of an industry that becomes “the greatest engine of innovation and economic 
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growth in the 20th century”. The story is told by Tom Perkins, Don Valentine, Arthur 
Rock, Dick Kramlich and other “visionary risk-takers who dared to make it happen”. The 
film also describes how co-founders of companies like Intel, Apple, Cisco, Atari, 
Genentech, and Tandem were working with venture capitalists. Nowadays, it is natural 
that almost everyone has a computer, but back in the 70s, if you will go to the street and 
ask people if they want a ‘PC’ (personal computer), they will be shocked and won’t 
understand. The directors Dan Geller and Dayna Goldfine said that this movie is all about 
the information age and how a little bit money and a lot of creative energy could help to 
establish such companies as Intel, Apple, and Cisco. Also Geller and Goldfine shared that 
it was hard to find information on such companies as Cisco, Apple and other giants 
because a lot of information has been lost over time. In the movie, venture capitalists say 
that they could create something what would make the world better and at the same time 
earn money; this is the key idea of Silicon Valley and the main reason to invest money 
for VC. “Something Ventured” won in 2011 Santa Catalina Film Festival as the Best 
Documentary. 
In the article “It Ain't Broke: The Past, Present, and Future of Venture Capital”, Kaplan 
and Lerner mention taht “the U.S. VC model has been enormously successful over the 
last 30 years”. In the authors’ opinions, the U.S. VC model has not changed; venture 
capitalist still waste a lot of money and time evaluating companies and profits which it 
could do by using financial formulas as ROE (rate of return) and IRR (internal rate of 
return). 
In the article “Venture Capitalists' Evaluations of Start-Up Teams: Trade-Offs, Knock-
Out Criteria, and the Impact of VC Experience”, there are some suggestions as to what 
VCs should do to find the best start-ups. These include the following: VCs should have a 
well qualified person who skims the start-ups’ business plans; VCs should “develop a 
clearer understanding of their own decision processes”. Obviously if entrepreneur already 
has a company and need money to develop the business, it would be much easier to make 
it with help from a VC than to fund it on your own. 
 
2.3.3. Other Ways of Funding 
As mentioned before, there are various ways of funding. If a massive investment is not 
needed, the entrepreneur can simply ask friends and family to borrow money; this way, 
interest does not accrue as with a bank loan. A bank loan is the second option, one of the 
most popular for SME (small and medium-sized enterprises). In order to get a loan from a 
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bank, a business plan must be prepared and presented, and the entrepreneur needs to be 
secure (own some real estate) and have some people who can give a personal 
recommendation. Unfortunately, with a bank loan, it is necessary to pay interest, which 
means ultimately paying more than was borrowed. 
If, however, the bank is unable to give a loan because the amount of money is too much 
or the business plan is too risky, then it becomes necessary to go to an angel investor. If 
the angel investor believes in the business idea, then there is a chance that the start-up 
will get started. 
Another option for start-ups that have potential to become large corporations in the future 
is VC funding. As mentioned above, VCs do not finance every start-up, so a convincing 
business plan and brilliant, profitable idea are necessary. 
Angel investors are capable of giving more money than banks, and venture capitalists are 
capable of providing twice as much as angels.  
2.4 Search Engine Companies 
There are more than 40 million websites on the Internet, and by using a search engine, 
people can find what they need. Simply put, web search engines store information about 
webpages, each page is analyzed and indexed (e.g. by key words from the titles, 
headings, etc.). Data about webpages is saved for use in later queries. Index helps to 
allocate information as quickly as possible. Google, for instance, stores all or part of the 
source page, and AltaVista stores every word which users searched for. When a user uses 
keywords, the engine examines searches through its index and provides a list of best-
matching webpages which is usually matched with key words as a title or short summary 
of the text or document. Some search engines provide an advanced feature called 
‘proximity search’. Proximity search is a tool which help a user to identify the distance 
between the keywords. Concept-based searching, which is the search uses statistical 
analysis on pages containing the words or phrases. In addition, natural language queries 
allow users to type a question in the same way that one would ask another human. Such a 
site is ask.com. We can judge of usefulness of search engine by the provided results, as 
for example words which user printed can be matched with millions of webpages, but 
some can be more relevant, authoritative or useful than others. There are some methods 
and usually most search engines use methods that rank the results in order to provide the 
"best" results first. However it also have changed over time as Internet usage changes and 
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new methods and techniques emerge. Two main types of search engine are exist: one is a 
system of predefined and hierarchically ordered keywords that people have programmed 
extensively; the other is a system that generates an "inverted index" by analyzing the texts 
it locates, which relies much more heavily on the computer itself to do the bulk of the 
work. Generally search engines are earn a lot of money though advertising and most of 
them are commercial ventures by advertising revenue as their main source of income. 
Some allow advertisers to pay to have their listings ranked higher in the search results, 
which is not entirely fair. Some search engines earn money by running search-related ads 
(posting advertisement alongside the regular search engine results), as Google does. The 
search engines make money every time someone clicks on one of these ads because, for 
companies or websites, it is the cheapest way to reach their customer. It is particularly 
relevant to know, because our two search engines companies: Yahoo! and Cuil are search 
engine companies and how they can earn money is useful to know (this will be more in 
case study).  
During the early development of the Web, Tim Berners-Lee composed a list of 
webservers on the CERN webserver. New servers were listed under "What's New!" The 
first tool used for searching was Archie ("archive" without the "v"), created in 1990 by 
Alan Emtage, Bill Heelan and J. Peter Deutsch, computer science students at McGill 
University in Montreal.. Later, it was Gopher, which led to two new search programs – 
VERONICA and JUGHEAD. Like Archie, they searched the file names and titles stored 
in Gopher’s index systems. VERONICA (Very Easy Rodent-Oriented Net-wide Index to 
Computerized Archives) provided a keyword search including most Gopher menu titles 
in the entire Gopher listings. JUGHEAD (Jonzy's Universal Gopher Hierarchy 
Excavation And Display) was a tool for obtaining menu information from specific 
Gopher servers. In the summer of 1993 Oscar Nierstrasz (University of Geneva) wrote a 
series of Perl (programming language) scripts and created W3Catalog, the Web's first 
primitive search engine, released on September 2, 1993. The Web's second search engine, 
Aliweb, was in November 1993. In December 1993, JumpStation was thus the first 
WWW resource-discovery tool that could combine the three essential features of the Web 
search engine (i.e. crawling, indexing, and searching). One of the first "full-text" crawler-
based search engines was WebCrawler in 1994, which let users search for any word in 
any webpage; this has become the standard for all main search engines since. It was also 
the first to be widely known by the public. Soon after, many search engines appeared, 
including Magellan, Excite, Infoseek, Inktomi, Northern Light, and AltaVista. Yahoo! 
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was among the most popular ways for people to find webpages, but its search function 
operated on its Web directory rather than full-text copies of webpages. Information 
seekers could also browse the directory instead of doing a keyword-based search. In 
1996, Netscape selected five of the leading search engines; for $5 million per year, each 
search engine could be in rotation on the Netscape search engine page. The five engines 
were Yahoo!, Magellan, Lycos, Infoseek, and Excite. 
Many search engine companies were caught up in the dot-com bubble, a speculation-
driven market boom that peaked in 1999 and ended in 2001. Around 2000, Google's 
search engine rose to popularity. With an innovation called ‘PageRank’, the company 
achieved better results for many searches. This iterative algorithm ranks webpages based 
on the number and PageRank of other websites and pages that link to it. Google also 
utilized a minimalist interface. Microsoft first launched MSN Search in autumn 1998 by 
using search results from Inktomi. In early 1999, the site began to display listings from 
Looksmart blended with results from Inktomi. In 2004, Microsoft began a transition to its 
own Web crawler (‘msnbot’). Microsoft's rebranded search engine, Bing, was launched 
on June 1, 2009. Then, on July 29 of the same year, Yahoo! and Microsoft finalized a 
deal (see market share in May 2011 in Table I in attachment). Yahoo!, Bing and Google 
are more popular in the United States. In the People's Republic of China, for example, 
Baidu held a 61.6% market share for Web search in July 2009. By the end of July 2011, 
based on an Experian Hitwise report, although Google remains ahead of Bing, but by 
success rate resulted in a visit to a website were different, Yahoo! Search was more than 
81.36 percent, Bing at 80.6 percent and Google at 67.6 percent.  
So, search engines are provide us information based on our key words and by ranking and 
providing index to every webpage, so we can get what we required, however we can see 
also a lot of studies on various political, economic, and social biases. For example, if in 
Google, my friend in Spain type “Silicon Valley”, and at the same time, I do the same in 
Greece, we would get different results for this search. This is because Google adopt 
results based on your location, your language and other factors. These biases could be 
direct results commercializing (companies advertise with a help of search engine can 
become more popular in its search results). Another issue which is also widely discussed 
in that search engines are customized to us, which limits our freedom because it gives us 
no choice and limits our access and exposure to certain sources of information. 
According to Jamie Wilkinson, every time we use an application of Google, our search is 
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automatically sent to Google’s office. The amount of personal information is enormous, 
and we do not know where it is even going. As a proposition, Wilkinson suggested 
creating a new open source system, where we as users are protected and aware of all 
possible outcomes. 
Chapter 3 
Methodology 
3.1 Introduction 
In methodology chapter, we will speak about the type of research that will be used in my 
thesis. The case study methodology will be adopted to compare two companies and make 
findings. The advantage of case study is that does not require that you concentrate on one 
method; it can involve a mix of qualitative and quantitative research plus data from the 
Internet, annual reports, archives, etc. 
3.2 Research Method 
The case study research method was chosen. “The case study method has attained routine 
status as a viable method for doing education research” (Yin, 2004). There is a theoretical 
part in the case study methodology which will be used to investigate the success and 
failure of two companies, Yahoo! and Cuil. Yahoo! Is well known, but few people know 
of Cuil, and no studies have been conducted on this start-up. Yahoo! achieved great 
success but Cuil was one of the biggest failures within the last 5 years of Silicon Valley. 
The research questions are as follows: 
RQ1: Why did Yahoo! achieve success in its activities, such as expanding to markets? 
RQ2: What actions could Cuil take in order not to fail?   
These two research questions are well suited to the case study methodology. 
3.3 Case study 
CONTEXT OF THE STUDY: SILICON VALLEY  
Silicon Valley is popular by many world's largest technology companies and 
corporations. The name originally referred to the large amount of silicon chip innovators 
I that region, but eventually came to refer to all the high-tech businesses in the area. 
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Silicon Valley becomes a prototype for other offshore zones in different countries. In 
1999, Hewlett-Packard led the Valley to revenues of $47.1 billion. In the same year, 
overall value added per employee was $115,000, compared to the U.S. average of 
$78,000. The number of IPOs reached 72, and Valley attracted a venture capital of $13 
billion in 1999. Yahoo, Apple, E-bay and many other gigantic and well- known 
companies were born in Silicon Valley, but there are some that failed too (“The Silicon 
Valley Edge” by Chong- Moon Lee, William F. Miller, Marguerite Gong Hancock and 
Henri S. Rowen). 
Much has been written about Silicon Valley. Adam Steffen’s “Silicon Valley, Route 128” 
is about Silicon Valley and the uniqueness of its environment and discusses the influence 
of Stanford University on Silicon Valley. He concludes that Silicon Valley created a 
unique environment (because people can easily meet there and find a financial support to 
their ideas, start- ups) based on innovations and technologies. More on that topic was 
available in a book called “The Silicon Valley Edge” by Chong-Moon Lee et al. This 
book shows features of Silicon Valley’s habitat, such as the existence of “special” 
conditions granted by the government related to taxes and support for entrepreneurship, a 
high-quality work force, a climate where risk is rewarded and failures are tolerated, etc. 
Silicon Valley is compared to a living organism that somehow created the development 
of innovation and collaboration, which led to start-ups like Hewlett-Packard, Yahoo!, 
Apple, etc. This book includes the history of Silicon Valley and the people who were 
there from the beginning. Of course, the Internet played a huge role in its growth and has 
been something like a stimulator for the success of Silicon Valley. Venture capitalism 
developed together with a Silicon Valley, and achieved a peak when the Internet 
appeared. People with technological backgrounds, engineers who controlled the 
companies, who create new things, new services, and new ideas. Collaboration and 
networking are the fundamental values of Silicon Valley; however there are a lot of 
things that I wanted to discuss about Silicon Valley from this book, so the next chapter of 
my thesis will be focus on this. 
In the article “Why It's Hard to Replicate Silicon Valley's Successes Abroad” written by 
Elizabeth Charnock, the author claims that fundamentally the crucial advantage of Silicon 
Valley was that they were no penalties for trying, and nothing was bad if you would fail. 
Therefore, if you want to achieve the same success as Silicon Valley, the government 
should offer incentives and assistance for entrepreneurs and free them from being 
penalized for failure, and be proud of those successful companies that are already 
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succefful and treat them well. This article is based on a two-day forum on the Internet's 
role in economic development organized by French President Nicolas Sarkozy. 
One of the key points of success is having a unique environment which appreciates new 
ideas, and if you have one, as E. Floyd Kyamme said, “it is important to say “terrific idea. 
How can we implement this? . . .  enthusiasm is a very, very big part of what makes 
Silicon Valley work”. (“The Silicon Valley Edge” by Chong- Moon Lee et al.) 
The success of Silicon Valley can be explained as a puzzle because a lot of things and 
organizations were influenced by it. The puzzle would not be complete if it was missing 
even one component, so there are not only tangible but also intangible things which are 
part of this puzzle. Based on the researches and published works that have already been 
conducted, we can manage to combine the pieces of this puzzle and unite it into one 
picture. The components are Stanford University (university’s policy toward ideas, i.e., 
that inventors should be rewarded, and the growth of entrepreneurial activities at all 
levels), Fairchild Semiconductor (an organization which established productive 
relationships with the government), the government’s role, and a high level of human 
capital. 
Silicon Valley is important to discuss here because the case study contains two 
companies in Valley, so they faced the same regulations, the same environment, and the 
same lawyers worked for both companies. This means that these two companies had the 
same chances, so why then was Cuil such a failure?  
FINDINGS 
Case Study 
Introduction 
I decided that my research would be based on a case study of the success and failure of 
two companies. Now that we have seen how diverse and unique Silicon Valley is, I 
would like to take a look at some companies inside Silicon Valley. This case study is very 
interesting because Silicon Valley is a special climate for start-ups and innovation; so, the 
two companies that I mentioned before are two start-ups; one of them is a bright example 
of success – Yahoo! – and the other an example of a dismal failure – Cuil. Both are IT 
companies, the main product of which was a search engine. My main aim is to compare 
these two companies during this case study and come out with an explanation as to why 
Yahoo! became so successful, popular, profitable and well-known internationally and 
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what were the key factors of success and failure in terms of undertaking entrepreneurial 
activities such as expanding to markets for both companies. 
Unfortunately, not so many case studies of success and failure are written about 
companies, just some works published about more non-material things, such as social 
factors for example. Therefore, my role here is to investigate all the reasons and the hints 
as to why and how Yahoo! was able to undertake entrepreneurial activities and expand to 
various markets and why Cuil was not as successful. I will start with a case study 
analysis, where I will explore and analyze each case; here, I will try to provide a stand-
alone description for each case. Then, in the cross-case analysis, I will underline 
alternatives and their possible outcomes, and I will try to have a look at factors that can 
influence the final result. 
According to Yin (1994), in doing case studies, there are two general analytical 
strategies: The first is to rely on theoretical propositions, which I will use and which is 
the most common (and advised) strategy (Yin, p. 103-104). The point is that, at the end, I 
should have collected data from previous materials based on research questions and 
compare my findings with previous studies. The second strategy is to develop a case 
description that can be used as a strategy as well, according to Yin. But as I already 
mentioned, I will use theoretical propositions based on materials that have been already 
published.  
 
Within Case Study Analysis 
My case study is an embedded case study, which means that it includes a couple cases 
inside (i.e., Yahoo! and Cuil). Therefore, I will need to conduct within-case study 
analysis in order to investigate each separately first and then make a cross-case analysis.  
In origin, ‘within-case analysis’ is a term of Miles and Huberman (1994), but it was Yin 
(1994) who discussed in his book how to compare your findings to your frame of 
reference (i.e. previous studies) as one of two ways to analyze case study data. My point 
in conducting within-case analysis is to see how my findings fit with previous findings by 
summarizing and comparing. My data consist of the official sources which I found from 
the two companies Yahoo! and Cuil; these included  annual reports, information from 
Yahoo’s website, published materials about search engines, articles, lectures given by 
Anna Paterson, co-founder of Cuil, where she tells about her story at Cuil, EBSCO 
database and other databases. 
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According to article “Why is search engine optimization important?” by Hugh Duffy 
(CPA Technology Advisor; Nov2009), a search engine can be important for companies 
that have websites as a way to attract new visitors to their website and for users who need 
to find information. Search engine companies earn money through advertisements. 
Yahoo! earns about 65% of its revenue (which is $1 billion) through advertisements 
(Journal of Management Information Systems; Fall2004, p137-160).  
I would like to summarize some history and background to share what these companies 
are about. Yahoo! was established in January 1994 year by Jerry Yang and David Filo in 
Silicon Valley. They still own and manage the company. They even rejected a proposal to 
sell Yahoo! a few times. The last proposal came from Microsoft in 2008 for $44.6 billion. 
In my opinion, the owners rejected this huge offer because Yahoo! is their life, their 
“child”. They are the types of entrepreneurs for whom the future of their company is very 
important, they are not just a serial entrepreneurs who make many companies and then 
just sell them in order to get money, they are “visioneers” (Chong- Moon Lee, “The 
Silicon Valley Edge”, 2000, p.111), a type of entrepreneur who wants to be sure that their 
creation follows the same vision that they originally had for it. The atmosphere in the 
company is also really comfortable, like in a family. Interesting facts about the name 
Yahoo: initially, the name of the website was "David and Jerry's Guide to the World 
Wide Web," but in 1995, it was changed to ‘Yahoo’. There are two explanations as to 
why Yahoo: one claims that it comes from ‘Gulliver’s Travels’, another claims that it is 
abbreviation for ‘Yet Another Hierarchical Officious Oracle’. At that time, the name 
Yahoo already existed and was officially certified (it was a barbeque sauce product), so 
David and Jerry added the exclamation mark to the name and it became Yahoo! The 
initial investment of $2 million came from Sequoia Capital, and then Yahoo! raised $280 
million in April 1996. 
In the 1990s, there was rapid growth in companies such as Yahoo!, MSN, Lycos, Excite. 
But by the end of the 90s and through 2000 and 2001, was a period known as the dot.com 
bubble. At that time, Yahoo! already had Yahoo! Mail, Yahoo! Games, Yahoo! Groups 
and Yahoo! Messenger. However, from 2002-2006, the dot.com bubble burst, but Yahoo! 
decided to use telecommunication and launch a dial-up service (and later a DSL service). 
Yahoo! survived that hard period of time basically because they were able to allocate 
their resources correctly. All this time, Yahoo! used a Google search, but in 2003, after 
the acquisition of search engine systems such as Inktomi, Overture services,  AltaVista 
and AllTheWeb, Yahoo! started to use their own search engine. 
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At that time, in the market, there already existed such giants as Google, Yahoo!, Rambler, 
Ask, and AOL Search. To sum up, Yahoo! was so successful because of its early entrance 
to the market. That is why Yahoo! had an advantage, and it was market leader for some 
period of time; nowadays, though, Google is in first place. According to statistics 
(amount of users), in January 2004, the first search engine was Google, second was 
Yahoo! and third was MSN. This is mostly because Google provided a high-quality 
search engine and was an already existent brand with a loyal customer base.  
July 2008 was a peak when a lot of search engines grew up, so at the same time, Cuil 
(read as ‘cool’) was launched. Its founders a former Google employee, Russell Power, 
Anna Patterson and her husband Tom Costello launched this new search engine. Anna 
Patterson was pregnant, and during her pregnancy, her friends suggested that she make a 
website, since she had a lot of free time. That is how the idea of Cuil was born. So, Anna 
asked her husband to give her some tips, and at first it was supposed to be a simple search 
engine, mostly in to help people to find needed information. Cuil raised $33 million from 
venture capitalists Greylock Partners. Louis Monier (Product VP of Cuil) had 
disagreements with the CEO, Tom Costello, and quit the company. On December 19, 
2008, BusinessWeek listed Cuil as one of the most successful U.S. startups of 2008, but 
that was based on the amount of money Cuil had raised. Its peak in traffic was 1.5 million 
unique visits back in July 2008. But even though in 2009, Cuil had 127 billion indexed 
pages, its search engine did not work as well as Google. There were a lot of complaints 
that people could not find some information about some local events or groups. However, 
it is impossible to test Cuil search now because it was eliminated from the Internet, but 
there is an experiment which you can watch on Youtube by Jeff Weisbein (he also has it 
on his blog on Best Techie website). In the experiment, he typed “Microsoft” or 
“Google” into the search engine cuil.com, and it pulled up an enormous amount of pages 
with definitions and videos, but when he entered the name of local band, there was 
nothing. When he did the same in Google, though, there was some information about the 
band, mostly on Myspace and Facebook pages. So, basically Cuil used a different way of 
finding webpages. Cuil also did not store user’s activity or IP addresses. 
In late July 2008, the site reached over 0.2% of Internet users worldwide, and by 
September 12 2008, it dropped to 0.02% and ranked as the 5,340th site by traffic. By 
October 13, 2008, it was 0.005% and ranked as the 21,960th site in traffic (see Table II in 
attachment). On September 17, 2010, the server of Cuil was shut down. 
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To sum up, Cuil lost its users and lost popularity, which is why it failed. As Anna 
Paterson said, start-ups are all about motivation. Usually in the beginning, you get no 
money for it, so you get no financial support for co-founders, there were not enough 
people working at that time in Cuil, the company atmosphere was not so good, they paid 
no attention to bloggers and social networks or promotion, and of course the quality of 
the server was low, even though it had so many webpages on it, as customers were 
unsatisfied with the searches. 
Cross-case Analyses 
A lot of special methods and analyses are used in case studies. The one I want to use in 
this section is called cross-case analysis. This type allows you to compare and to navigate 
understanding and can help to build expertise on the case. There are also a lot of methods 
and techniques of cross-case analysis, in my opinion, the techniques of cross-case 
analysis such as process-tracing and most different design can be used. 
Method of Process-tracing: I will try to consider all alternatives through which the 
success and failure of these companies occured. Another method that I will use is the 
matrix by using my research questions and the information which I obtained through 
within-case study analysis. 
Let’s take a success of Yahoo! to be an international well- known company. The 
alternative could be based on the facts which we know from background information. 
Alternatives and possible outcomes for Yahoo!: 
-If Yahoo! had not created a mail service, then it would not have an advantage over other 
search engine companies.  
- If Yahoo! had not bought such companies as Inktomi, Overture services,  AltaVista and 
AllTheWeb, and others (see the list of Yahoo! acquisitions in attachment, Table III), then 
it would not have created Yahoo! Mail and other applications.  
- If Yahoo! could still use Google search engine instead of launching its own, then that 
would have led to a Google monopoly.  
Alternatives and possible outcomes for Cuil: 
- If Cuil had used another method for their engine system that worked as well as 
Google and could find information about small companies or groups, then they 
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would not have lost customers who were disappointed because of limited search 
results. 
- If Cuil had used Google search engine at the beginning as Yahoo! did, that would 
make people switch to Cuil, because usually if something new appears, people 
want to try it. 
- If Cuil had added more entertainment things, such as Mail for example, that 
would have kept their customers loyal to Cuil. 
- If Cuil had used promotion and advertising campaigns to create brand awareness, 
the customers would have remained loyal. 
- When Cuil’s amount of users started to fall, Cuil should have “hired” some 
bloggers and users of social networks to promote Cuil.  
If both companies had cooperated with Microsoft or with schools or universities, that 
would bring them more popularity and increase their amount of users (especially for 
Cuil). As soon as both are technology companies, constant R&D and development is 
hugely important. 
Actually, if we will look at Cuil in greater detailed, we will see that Cuil also went 
through stages of success (see Table II in attachment). 
The matrix uses variables which we analyzed earlier and the cases are Yahoo! and Cuil, 
We compare each variable (or set of variables) across each case.   
RQ1: Why did Yahoo! achieve success in its activities, such as expanding to markets? 
RQ2: What actions could Cuil take in order not to fail?   
Table 3: Matrix  
Variable/Case Case 1: Yahoo! Case 2: Cuil 
Existence of 
additional 
options, such 
as Mail 
Yahoo! Mail existed in 2001 Cuil was established 
in 2008, and they 
could implement Mail 
already based on 
Yahoo! best practices 
Strong Yahoo! already had strong 
brand and loyal users when 
Cuil had to compete 
with such giants as 
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competitors Cuil was first launched Google, Yahoo!, and 
MSN. 
Workers, 
employees 
Yahoo! had 13,600 employees 
in 2010 
Cuil did not have 
enough professionals 
No cooperation 
connections 
Yahoo! didn’t need much 
cooperation as it already had 
partnerships with different 
broadband providers 
Cuil could start 
cooperating with 
Microsoft or any other 
companies in order to 
develop website 
Promotion and 
advertising 
Yahoo! advertised well Cuil, after news 
spread that it existed, 
didn’t promote the 
search engine to 
social networks or any 
other channels 
  
Chapter 4 
Conclusion and Recommendations 
4.1 Summary 
First, to review, this case study is about two companies that started in the Silicon Valley. 
Silicon Valley has special regulations, environment and spirit. Every year, thousands of 
start-ups fail in Silicon Valley, but as Paul Saffo, a technology forecaster, said: "The 
absolute secret to Silicon Valley success is failure. This place reinvents itself because we 
know how to fail in the right way”. In his opinion, it is important that critical mass, all the 
industry which supports entrepreneurs, makes Silicon Valley at the end of the day. He 
also said that the lifestyle of California and geography of Silicon Valley affect the way in 
which people bump into each other and say: “hey, let’s get together and have coffee and 
talk about starting a company”. Andrew McCalister, in his article “Supercharged: Why 
do Silicon Valley firms grow so fast?” points out what companies (start-ups) should have 
when they open a new business. He underlines that start-ups should have the right 
platform (ideas, people and money), the right sector, and lots of money. So if we look 
back to the failure of Cuil, we will see that it only had an idea and money. They did not 
 think enough about having the 
already strong in the area of search engine
Yahoo! had all the components when it 
a new thing, competitors were weak and Yahoo! 
investments. I wanted to mention 
cases).  
The literature I reviewed 
institutional environment. There are not 
about Cuil. I could make a quantitative research and ask people which search engine they 
use, but everyone today would
about Cuil, a few or none 
well-known and a lot of people use it
So in conclusion, I think I can make a small plan here based on Yahoo!
how not to fail. After Cuil launched
(in a way more that is like 
very well by Bing, the search engine from Microsoft
they should have hired a very good IT specialist
Cuil could compete with Yahoo!
some cooperation or partnership maybe with social networks
companies. And by doing so, they would 
scheme is here: 
Diagram 1: Scheme of actions for Cuil
To sum up, for any start-up
which were failures or success and 
early entrance into the market, plus 
PR
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right people or the right sector; their competitors were 
s (e.g., Google, Yahoo!, MSN
was established; at that time, search engines w
was in the right sector with 
this when I did the matrix (Table 2 with variables and 
was mostly on success and failure of the 
many studies about Yahoo! and almost nothing 
 most likely say that they use Google and
would have heard about it. Nowadays, the name Yahoo! 
, but nobody knows Cuil. 
, their steps should have been as followed
the promotion of a new search engine, this 
), then when Cuil 
, who would make improvements, so 
 and Google. After that, Cuil should 
 (like Faceb
remind users how cool it was 
 
, it is useful to learn first from case studies of other companies 
which are well-known. Yahoo! had
it had the right strategy, the right people and 
PartnershipIT
, etc.). However, 
ere 
considerable 
e-government or 
, on the question 
is 
’s experience on 
: advertising 
was made done 
was at its peak, 
that 
have entered into 
ook, etc.) or IT 
to use Cuil. The 
 
 the advantage of 
made the 
Developing
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right improvements (basically through acquisitions) and has remained a highly successful 
company, international and well-known. Just office of Yahoo! in Paris has a turnover of 
30,853,000 euros in 2009. Cuil raised a lot of money ($33 million) for their search 
engine, but could not expand internationally. They were unable to survive in the market 
and became one of the biggest failures of all start-ups within the last 5 years. 
According to the latest news, Microsoft wants to sell its search engine Bing to Google or 
Facebook. Last year, Microsoft lost $2.5 billion of sales, so now it is planning to sell 
Bing for about $11 billion. Apparently, to have a search engine is costly and especially 
when Google has such a strong position in a market these days. However, in 2009, 
Microsoft signed a contract for ten years with Yahoo! That is in line with what I have 
suggested in my case study, and as we can see, Yahoo! followed the strategy of 
cooperation. 
4.2 Limitations of Study 
The companies in this case study are both from Silicon Valley and since regulations in 
the Silicon Valley for start-ups are different from regulations in other parts of the United 
States, and in other countries for that matter, this factor of government support should be 
reviewed. 
Also, this case study includes just two companies and so it is limited; if it included a few 
more cases of success and failure, then we could find more of a tendency and other key 
factors. 
Unfortunately, I had no direct access employees of these companies, but if I could, I 
would also conduct qualitative research and ask co-founders and workers of Yahoo! and 
Cuil about their opinions and suggestions. 
 
5.1 CONTRIBUTION OF THE STUDY TO THEORY AND PRACTICE  
My thesis should contribute as a theoretical material for entrepreneurs who want to learn 
from the mistakes of others, rather than making their own. Entrepreneurs who want to 
open a dot.com or search engine company similar to Yahoo! can take key points of 
success into consideration by reviewing this case study. After absorbing this theoretical 
knowledge, they can use it in practice. Obviously, my work would not be the only 
material that they should rely upon, but if theirs is a search engine company, then the 
entrepreneurs should conduct a competitor analysis of the current leader in the market, 
Google.  
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 Table III: List of Acquisitions 
No Acquisition date Company
1 
 
Septembe
r 1997 
Net Controls
2  October 8, 1997 Four11  
3  March 31, 1998 Classic Games
4  April 29, 1998 Sportasy 
5  June 8, 1998 Viaweb  
6  July 17, 1998 Webcal 
7  October 12, 1998 Yoyodyne  
8 
 
December 
1998 
Hyperparallel
10  April 1, 1999 Broadcast.com
11  May 27, 1999 Encompass  
12  May 28, 1999 GeoCities 
13  June 2, 1999 
Online 
Anywhere  
14  March 23, 2000 Arthas.com  
15  April 5, 2000 MyQuest 
16  August 31, 2000 eGroups  
17 
 
Novembe
r 9, 2000 
Kimo 
18  February 14, 2001 Sold.com 
19  June 28, LAUNCH Media
35 
by Yahoo! 
 Business Country Value (USD
 
Web search 
engine   USA $1,400,000
Web-based 
email  USA $92,000,000
 Online game   USA — 
Fantasy sport   USA — 
Web 
application  USA $49,000,000
Calendaring 
software   USA $21,000,000
Direct 
marketing  USA $29,600,000
 Data analysis   USA $8,000,000
 
Internet 
radio  USA $5,700,000,000
Internet 
service 
provider  
 USA $130,000,000
Web hosting 
service   USA $3,600,000,000
Content 
delivery 
network  
 USA $80,000,000
E-commerce 
payment 
systems  
 USA — 
Internet 
service 
provider  
 USA — 
Electronic 
mailing list  USA $432,000,000
Web portal  TWN $145,000,000
Online 
auction tools  AUS $30,000,000
 Online music  USA $12,000,000
) Derived products 
 Yahoo! Search  
 Yahoo! Mail  
Yahoo! Games  
Yahoo! Fantasy 
Sports 
 Yahoo! Store  
 Yahoo Calendar  
 Yahoo! Search Marketing 
 Yahoo! Search  
 LAUNCHcast  
 Yahoo!  
 Yahoo! GeoCities 
 Yahoo! TV  
Yahoo! Store  
Yahoo!  
 Yahoo! Groups  
 Yahoo!  
 Yahoo! Shopping 
 Yahoo! Music  
 2001 
20  February 12, 2002 Hotjobs.com
21 
 
December 
23, 2002 
Inktomi 
Corporation 
22  June 14, 2003 
Overture 
Services, Inc.
23  January 2004 
3721 Internet 
Assistant 
24  March 26, 2004 Kelkoo 
25  July 12, 2004 Oddpost 
26 
 
Septembe
r 14, 2004 
Musicmatch 
Jukebox 
27  October 2, 2004 
The All-Seeing 
Eye  
28  October 22, 2004 Stata Labs  
29 
 
December 
7, 2004 
WUF Networks
30  February 11, 2005 Verdisoft  
31  March 4, 2005 Stadeon 
32  March 20, 2005 Ludicorp  
33  April 12, 2005 TeRespondo  
34  June 14, 2005 Dialpad  
35  June 14, 2005 blo.gs  
36  July 25, 2005 Konfabulator
37  October 4, 2005 Upcoming.org
38  October Whereonearth
36 
store 
 
Job search 
engine   USA $436,000,000
Internet 
service 
provider  
 USA $235,000,000
 
Search 
engine 
marketing 
 USA $1,630,000,000
Browser 
Helper 
Object  
 CHN $120,000,000
Price 
comparison 
service  
 FRA $579,000,000
Web-based 
email  USA $30,000,000
Audio player   USA $160,000,000
Game server 
browser   FIN — 
Web-based 
email  USA — 
 
Mobile 
media  USA — 
Computer 
software   USA $58,000,000
Online game   USA — 
Image 
hosting 
service  
 CAN $40,000,000
Advertising 
network   BRA — 
Voice over 
Internet 
Protocol 
 USA — 
Weblog 
software   USA — 
 
Widget 
engine   USA — 
 
Calendaring 
software   USA — 
 Web  UK — 
 Yahoo! HotJobs 
 Yahoo! Search  
 Yahoo! Search Marketing 
 Yahoo! Assistant  
 Kelkoo 
 Yahoo! Mail  
 Yahoo! Music  
Yahoo! Games  
Yahoo! Mail  
Yahoo! Mobile  
 Yahoo! Mobile  
Yahoo! Games  
[citatio
n needed] Flickr  
Yahoo! Search 
Marketing 
Yahoo! Voice  
Yahoo! 360°  
Yahoo! Widgets 
Yahoo! Local  
Yahoo! Search 
 18, 2005 
39 
 
December 
12, 2005 
del.icio.us 
40  January 9, 2006 Webjay 
41  January 17, 2006 SearchFox  
42  April 18, 2006 Meedio 
43 
 
Septembe
r 27, 2006 
Jumpcut.com
44  October 17, 2006 AdInterax  
45 
 
Novembe
r 16, 2006 
Bix.com 
46 
 
Novembe
r 17, 2006 
Kenet Works
47 
 
December 
2006 
Wretch 
48  January 8, 2007 MyBlogLog 
49  April 29, 2007 Right Media  
50  June 20, 2007 Rivals.com 
51 
 
Septembe
r 4, 2007 
BlueLithium 
52 
 
Septembe
r 14, 2007 
BuzzTracker
53 
 
Septembe
r 17, 2007 
Zimbra  
54  February 5, 2008 FoxyTunes  
55  February 12, 2008 Maven Networks
56  May 9, 2008 Inquisitor  
37 
mapping 
Social 
bookmarking  USA $20,000,000
Online music 
store  USA — 
Web search 
engine   USA — 
Digital video 
recorder   USA — 
 
Online video 
editing  USA — 
Online 
advertising  USA — 
Social media  USA — 
 
Mobile 
software   SWE $25,000,000
Virtual 
community  TWN $22,000,000
Social 
network 
service  
 USA — 
Online 
advertising  USA $680,000,000
College 
sports  USA — 
Advertising 
network   USA $300,000,000
 News site   USA — 
Collaborativ
e software   USA $350,000,000
Browser 
extension  USA — 
 Video on demand   USA $160,000,000
Browser 
extension  USA — 
Marketing 
 del.icio.us 
Yahoo! Music  
Yahoo! Search  
Yahoo! Go  
Yahoo! Video  
Yahoo! Search 
Marketing 
Bix 
 Yahoo! Mobile  
 Wretch 
MyBlogLog 
 Yahoo! Search Marketing 
Yahoo! Sports  
 Yahoo! Search Marketing 
Yahoo! News  
 Zimbra  
FoxyTunes  
 Yahoo! Video  
Inquisitor 
 57  July 22, 2009 Xoopit 
58  August 25, 2009 Maktoob.com
59  March 17, 2010 
citizensports.co
m 
60  May 18, 2010 
Associated 
Content 
61  May 25, 2010 Koprol 
62  October 4, 2010 Dapper  
63  January 20, 2011 Spreets 
64  April 25, 2011 IntoNow  
 
 
 
38 
Webmail 
applications  USA $20,000,000
 Social media  Jordan $5,200,000
Sports Social 
media  USA — 
Content 
Generation  USA — 
Geosocial 
network   INA — 
SmartAds  USA — 
Spreets  Australia $40,000,000
IntoNow   USA $20,000,000
 Yahoo! Mail  
 Maktoob.com 
citizensports.co
m 
Associated 
Content 
Koprol 
Dapper  
 Spreets 
 IntoNow  
